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County of Culpeper
Frank T. Bossio, County Administrator
302 North Main Street, Culpeper, Virginia 22701
Telephone: (540) 727-3427  Fax: (540) 727-3460
Email: fbossio@culpeper county.gov

December 8, 2004

To the Honorable Members of the Board of Supervisors
To the Citizens of Culpeper County
County of Culpeper, Virginia

We are pleased to present the Comprehensive Annual Financial Report of the County of
Culpeper, Virginia, (the “County™), for the fiscal year ended June 30, 2004. This report was
prepared by the County’s Department of Finance. Responsibility for both the accuracy of the
presented data and the completeness and fairness of the presentation, including all
disclosures, rests with the County. We believe the data, as presented, is accurate in all
material respects; that it is presented in a manner designed to fairly set forth the financial
position and results of operations of the County as measured by the financial activity of its
various funds; and that all disclosures necessary to enable the reader to gain the maximum
understanding of the County’s financial affairs have been included.

The management of the County is responsible for establishing and maintaining an internal
control structure to ensure the protection of County assets. In developing and evaluating the
County’s accounting system, consideration is given to the adequacy of internal accounting
controls. Internal accounting controls are designed to provide reasonable, but not absolute,
assurance regarding: (1) the safeguarding of assets against loss from unauthorized use or
disposition; and (2) the reliability of financial records for preparing financial statements and
maintaining accountability for assets. The concept of reasonable assurance recognizes that:
(1) the cost of a control should not exceed the benefits likely to be derived; and (2) the
evaluation of costs and benefits requires estimates and judgments by management.

All internal control evaluations occur within the above framework. We believe that the
County’s internal accounting controls adequately safeguard assets and provide reasonable
assurance of proper recording of financial transactions.

Budgetary Controls. In addition to the internal accounting controls noted above, the County
also maintains budgetary controls. These budgetary controls ensure compliance with
provisions embodied in the annual appropriated budget approved by the Board of Supervisors.
Activities of the general fund and capital projects fund are included in the annual
appropriated budget.



As a recipient of federal and state financial assistance, the County is also responsible for
ensuring that adequate internal controls are in place to ensure and document compliance
with applicable laws and regulations. The audit for the fiscal year ended June 30, 2004 has
been completed and no material internal control weaknesses or material violations of laws
and regulations have been found.

The County adopts an annual budget by July 1 of each year as required by 15.2-2503, Code of
Virginia of 1950, as amended. A budget is not required for fiduciary funds.

When necessary, the Board of Supervisors approves amendments to the adopted budget in
accordance with 15.2-2507, Code of Virginia of 1950, as amended. Budgetary compliance is
monitored and reported at the department level. The budget is implemented through
appropriations that the Board makes annually, with supplemental appropriations made as
required. These appropriations, except those to incur mandated expenditures, may be
greater or less than contemplated in the budget.

THE REPORTING ENTITY AND ITS SERVICES

The County of Culpeper report includes all funds and account groups of the “primary
government.” In Virginia, cities and counties are distinct units of government; therefore, the
County is responsible for providing all services normally provided by a local government.
These services include public safety, social services, recreation and cultural activities and
community development.  Additionally, the County operates an airport, water and
wastewater utility system and a landfill. For financial reporting purposes and in accordance
with the Governmental Accounting Standards Board (GASB), Statement 14, “The Financial
Reporting Entity,” the County has identified one discrete component unit. The GASB
statement establishes the criteria used in making this determination and identifies each as a
blended component unit or discretely presented component unit. Blended component units,
although legally separate entities, are, in substance, part of the primary government’s
operations, and therefore are included as part of the primary government. Discretely
presented component units are reported in a separate column in the combined financial
statements to emphasize that they are legally separate from the primary government and to
differentiate their financial position and results of operations from those of this primary
government. Therefore, the County School Board is reported in a discrete presentation.
Based on GASB Statement 14 criteria, the School Board is a legally separate organization
providing educational services to the public whose board is elected and is fiscally dependent
on the local government.

The financial statements for the Piedmont Regional Control Board, Rappahannock-Rapidan
Regional Commission, and the Rappahannock-Rapidan Community Services Board are not
included in the County report. Boards separate from, and independent of, the Board of
Supervisors administer these organizations.

Culpeper County is located in north central Virginia, 75 miles southwest of Washington, D.C.
and 75 miles northwest of Richmond, Virginia. The county encompasses a land area of 381
square miles. Three U.S. primary and one State primary route traverse the County. Culpeper
has a diversified economy with strong manufacturing, trade services, and agricultural sectors.
Manufacturing activity includes: auto parts, furniture, kitchen cabinets, wire cable, fiber
optics and iron castings.



Major service industries include: international financial telecommunications, uniform rentals,
health care, education, and government. International firms have a significant presence in
the community. Agriculture remains important in Culpeper’s economy, with beef cattle the
principal livestock and soy beans, hay and corn the major cash crops.

Based on available economic data, trends for the local economy have continued to show
strength. The local unemployment rate was 2.6% at June 30, 2004, which is higher than the
3.50% at June 30, 2003. The local unemployment rate compares favorably to the state and
national rate of 3.8% and 5.8% respectively. The County’s favorable employment conditions
are supported by the continued growth of jobs over the last six years. According to the
Virginia Employment Commission, the number of persons employed has increased from 16,171
in 1999 to 18,304 in 2004. In summary, local business indicators are continuing to indicate a
good local economy.

MAJOR INITIATIVES

For fiscal year 2004: Following the goals and objectives established by the County of
Culpeper Board of Supervisors, and with the assistance and guidance of the County’s
Administrator, County staff and agencies implemented and continued a number of specific
“programs* designed to provide County residents with cost efficient government while
enhancing their home and employment environment.

Major initiatives begun, continued, or completed during this fiscal year are:

Geographic Information System (GIS) continued implementation for county residents’ use.
County airport Improvements.

Public safety communications.

Culpeper Community Recreation Complex

Increase in teacher and administrative salaries above SOQ

Energy Program for School System

New School Bus Lease

New classroom space for Culpeper High School

Architectural development for new high school

Budget for down payment on new high school

Geographic Information System (GIS)

The County's Department of Planning and Zoning continued implementation of the County’s
GIS system. Residents are able to interrogate the system for all property related information
such as current tax assessment values, current zoning, flood plain information, building
locations, topography, aerial photography, etc. The system is available though the Internet,
or can be used free of charge at the County's offices. The system is continually upgraded and
expanded. Improvements continue in fiscal year 2004.



Airport Improvements

During fiscal year 2004 the County of Culpeper Board of Supervisors completed major
enhancements to the Culpeper Regional Airport. The project included an extension of the
runway and taxiway to 5,000 feet. A taxiway extension, a new corporate hangar, and 15 new
T-hangars were completed in fiscal year 2002. The construction is required due to a
significant increase in air traffic utilizing this centrally located airport. Construction of the
overall plan is well under way. Fiscal year 2001 included obstruction removal and taxiway
construction, which was carried into fiscal year 2002. Runway extension design was
completed in fiscal year 2002, as was apron construction. Runway extension was substantially
completed in fiscal year 2004.

Fiscal Year 2005 will begin the construction process of the mid-field apron as well as a parking
area and hangar site prep work. This work will continue into fiscal year 2006.

Public Safety Communications

Planning for a major upgrade to the County's Public Safety Radio System was completed in
fiscal year 2000. The new system will link all operations of County government and law
enforcement, fire, rescue, and EMS Services, with the County's E911 public safety
communications center. The project was expected to take 2 years to complete and will be
"state of the art" in communications technology. With the towers construction completed,
the purchase of the Radio System will begin concurrently with the acquisition of a new
Emergency Operations Center. Construction of the new EOC began in 2004, with installation
of the radio system to be completed during fiscal year 2005.

Culpeper Community Recreation Complex

In 2003, the County of Culpeper hired a Civil Engineering firm to design and prepare bid
documents for a recreation complex that includes seven baseball fields, three football fields,
six soccer fields, and recreational walking trails. The complex will address the need for
playing fields for intramural sports in the County. Construction began in 2004 with the goal of
opening the fields for public use in fiscal year 2005.

Increase in Teacher and Administrative Salaries above SOQ

The Board of Supervisors, in an effort to maintain and attract qualified teachers in the
Culpeper County School System, provided funding during FY04 for salaries above the SOQ
requirement. Further, the School System requested and the Board of Supervisors funded
teaching positions over the SOQ requirement in an effort to keep the student to teacher
ratios low.

Energy Program for School System

The Board of Supervisors also recognized in fiscal year 2004 the need for continued upkeep
and maintenance at the High School. Therefore they appropriated over $1,000,000 towards
that goal. The School System began in fiscal year 2004 and continues into fiscal year 2005 an
energy program for installation of new boilers and new lighting at the high school, which will
be energy efficient, and a cost savings to the county.



New School Bus Lease

During fiscal year 2004, the School System requested a plan for both bus replacement and
new bus additions. The Board of Supervisors recognized the need for additional buses due to
the increase in students in the county as well as a need for safety in replacing older buses.
Therefore the funding was approved in the fiscal year 2004 budget for debt service for this
plan. The master lease for a five-year draw down was in excess of $2,000,000.

New Classroom Space for Culpeper County High School

The Board of Supervisors, recognizing the space needs of the School System began discussions
with the School Board during fiscal year 2004. The School System brought to the Board of
Supervisors a plan for a new high school, new elementary school and renovations of existing
schools. In an effort to provide space needs, timely develop a long-term space needs plan,
and considering the affects on the taxpayers of Culpeper County, the Board of Supervisors
decided to fund construction of a *““classroom building” which will contain 22 classrooms and a
culinary kitchen on the High School campus. Construction is expected to be completed by
August 2005 for the start of the fiscal year 2006 classes.

Architectural Development for New High School

As mentioned in the above paragraph, the Board of Supervisors recognizes the need for space
in the School System. Therefore they began funding in fiscal year 2005 for the architectural
design of a new 1500 student high school. Construction of the new high school is anticipated
to be completed in fiscal year 2008.

Budget for Down Payment of New High School

In an effort to reduce the impact to the taxpayers of the county for construction of a new
high school, the Board of Supervisors began during fiscal year 2004 budgeting funds that
would be reserved to help offset the debt costs when funding was borrowed for the
construction of the new high school. This savings account collected $500,000 in fiscal year
2004 and for fiscal year 2005 the Board approved $1,000,000 in the adoption of the budget.

Prospects for the Future. For the fiscal year 2004-2005, the Board of Supervisors has
approved a General Fund Operating Budget of $49,806,651. During fiscal year 2002-2003 the
county was engaged in a required general reassessment. From the increase in the market
value of property within the county, the general reassessment produced an equalized rate of
$.69. The fiscal year 2003-2004 plan increases the real estate tax rate of $0.69 per $100 of
assessed value to $0.81, an increase of 12 cents.

In preparing the fiscal year 2005 budget, because of the general reassessment, the County via
the Commissioner of the Revenue’s Office vigorously advertised the tax relief for the elderly
and disabled program and changed the ordinance for those eligible under this program.
Further the formula for calculating the assessed value of land in the land use program
changed. Thus, non-taxable assessments increased 99%. Therefore the assessed values for
both real estate and personal property remained relatively stable in preparation of the fiscal
year 2005 budget and as a result the Board of Supervisors increased the real estate rate from
$0.81 to $0.89.



Risk Management. The County of Culpeper has a risk management program which is
committed to the logical, systematic and continuous identification of loss exposures for and
to the County, its employees, its citizens and taxpayers, through the evaluation of risk in
terms of severity and frequency probability and the application of sound loss control
procedures. As a part of this commitment, the county has obtained third party coverage for
all liability risk.

Cash Management. Cash temporarily idle during the year was invested in time deposits and
various authorized money market instruments. The amount of interest received was
$223,998. This is a decrease from interest earned on temporary investments in fiscal year
2002-03 when the interest on investments totaled $423,618.

OTHER INFORMATION

Management’s Discussion and Analysis. Generally accepted accounting principles require
management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter
of transmittal is designed to complement MD&A and should be read in conjunction with it.
The County of Culpeper’s MD&A can be found immediately following the report of the
independent auditors.

Independent Audit. The Commonwealth of Virginia requires an annual audit of the financial
records and transactions of all departments of the County by independent certified public
accountants selected by the Board of Supervisors. The County is required to undergo an
annual single audit in conformity with the provisions of the Single Audit Act Amendments of
1996 and U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Government and Non-Profit Organizations. Information related to this single audit, including
the findings and recommendations, and auditors’ reports on the internal control structure and
compliance with laws and regulations, is contained in this report. These requirements have
been complied with and the auditor’s opinion is included in this report.

Certificate of Achievement. The Government Finance Officers Association of the United
States and Canada (GFOA) awarded a Certificate for Excellence in Financial Reporting to
County of Culpeper, Virginia for its comprehensive annual financial report for the fiscal year
ended June 30, 2003. In order to be awarded a Certificate of Achievement, a government
must publish an easily readable and efficiently organized comprehensive annual financial
report. This report must satisfy both generally accepted accounting principles and applicable
legal requirements.

Acknowledgments. The preparation of this report on a timely basis could not have been
accomplished without the dedicated services of the entire Department of Finance. We would
also like to thank the Board of Supervisors for their interest and support in planning and
conducting the financial operation of the County in a responsible and progressive manner.

Respectfully submitted,

jM@M wa d- X5k

Frank T. Bossio Valerie Lamb
County Administrator Director of Finance
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ROBINSON, FARMER, COX ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANTS A PROFESSIONAL LIMITED LIABILITY COMPANY

Independent Auditors’ Report

The Honorable Members of
The Board of Supervisors
County of Culpeper, Virginia

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the County of Culpeper, Virginia, as of and for the year ended June 30, 2004,
which collectively comprise the County’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the County of Culpeper, Virginia’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and the Specifications for Audits of Counties, Cities, and
Towns issued by the Auditor of Public Accounts of the Commonwealth of Virginia. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and the significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the County of Culpeper, Virginia, as of June 30, 2004, and the respective changes in financial position and
cash flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 8, 2004,
on our consideration of the County of Culpeper, Virginia’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

The Management’s Discussion and Analysis and Required Supplementary information as listed in the table of
contents, are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.



Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the County of Culpeper, Virginia, basic financial statements. The introductory section, combining
fund financial statements, and statistical tables are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also
not a required part of the basic financial statements of the County of Culpeper, Virginia. The combining
fund financial statements and the schedule of expenditures of federal awards have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory section and statistical tables have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we express no opinion on them.

km/ /'.4/'-"\44/ Lok Aﬂvou‘»/@
Charlottesville, Virginia
October 8, 2004




October 8, 2004
MANAGEMENT’S DISCUSSION AND ANALYSIS

To the Honorable Members of the Board of Supervisors
To the Citizens of Culpeper County
County of Culpeper, Virginia

As management of the County of Culpeper, Virginia we offer readers of the County’s financial
statements this narrative overview and analysis of the financial activities of the County for the
fiscal year ended June 30, 2004. We encourage readers to consider the information presented here
in conjunction with additional information that we have furnished in our letter of transmittal.

Financial Highlights

Government-wide Financial Statements

The assets of the County exceeded its liabilities at the close of the most recent fiscal year by
$44,342,998 (net assets). Of this amount, $19,925,477 (unrestricted net assets) may be used
to meet the government’s ongoing obligations to citizens and creditors.

As of the close of the current fiscal year, the County’s governmental funds reported
combined ending fund balances of $28,192,460, an increase of $4,412,845 in comparison with
the prior year. Approximately eighty percent of this amount, $22,634,193, is available for
spending at Culpeper’s discretion (unreserved fund balance).

At the end of the current fiscal year, unreserved fund balance for the general fund was
$22,634,193, or 46 percent of total general fund expenditures.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the County’s basic financial
statements. The County ’s basic financial statements comprise three components:

1. Government-wide financial statements,
2. Fund financial statements, and
3. Notes to the financial statements.

This report also contains other supplementary information in addition to the basic financial statements
themselves.

Government-wide financial statements - The Government-wide financial statements are designed to
provide readers with a broad overview of the County’s finances, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the County’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the County is improving or deteriorating.



The statement of activities presents information showing how the County’s nets assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in the statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).

Both of the Government-wide financial statements distinguish functions of the County that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the County include general government, police and
volunteer fire protection, sanitation, social services, education, cultural events, and recreation. The
business-type activities of the County include Water and Sewer, Landfill, and Airport operations.

The Government-wide financial statements include not only the County of Culpeper, Virginia itself (known
as the primary government), but also a legally separate school district for which the County of Culpeper,
Virginia is financially accountable. Financial information for these component units is reported separately
from the financial information present for the primary government itself.

Fund financial statements - A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The County of Culpeper,
Virginia, like other local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the County can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds - Governmental funds are used to account for essentially the same functions reported
as Governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statement, governmental fund financial statement focus on near-term inflows
and outflows of spend-able resources, as well as on balance of spend-able resources available at the end of
the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because of the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the County’s near-term financing decisions.
Both the governmental fund balance sheet and the governmental statement of revenues, expenditures,
and changes in fund balances provide a reconciliation to facilitate this comparison between governmental
funds and governmental activities.

The County maintains two individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the General Fund and the Capital Projects fund, both of which are considered
to be major funds.

The County adopts an annual appropriated budget for its Governmental funds. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

Proprietary funds - The County maintains three enterprise funds. Enterprise funds are used to report the
same functions presented as business-type activities in the government-wide financial statements. The
County uses enterprise funds to account for its water and sewer, landfill, and airport operations.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide separate information for the water and
sewer, landfill, and airport activities all of which are considered to be major funds of the County.



Fiduciary funds - The County is the trustee, or fiduciary, for the County’s agency funds. It is responsible
for ensuring that the assets reported in these funds are used for their intended purposes. All of the
County’s fiduciary activities are reported in a separate statement of fiduciary net assets and a statement
of changes in fiduciary net assets. The County excludes these activities from the County’s government-
wide financial statements because the County cannot use these assets to finance its operations. Agency
funds are County custodial funds used to provide accountability of client monies for which the County is
custodian.

Notes to the financial statements - The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Other information - In addition to the basic financial statement and accompanying notes, this report also
presents certain required supplementary information for budgetary comparison schedules and presentation
of combining financial statements for the discretely presented component unit School Board. The School
Board does not issue separate financial statements.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a County’s financial position.
Culpeper County assets exceeded liabilities by $44,342,998 at year end.

The largest portion of the County’s net assets (43 percent) reflects its investment in capital assets (e.g.,
land, buildings, machinery, and equipment), less any related debt used to acquire those assets that is still
outstanding. The County uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the County’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.

Schedule of Assets, Liabilities and Net Assets
For the Years Ended June 30, 2004 and 2003

Governmental Business-type
Activities Activities Totals
2004 2003 2004 2003 2004 2003

Current and other assets $ 32,719,230 $ 27,796,161 $ 718,385 $ 867,581 $ 33,437,615 $ 28,663,742
Capital assets 37,142,823 38,484,044 14,168,993 11,502,453 51,311,816 49,986,497

Total assets $ 69,862,053 $ 66,280,205 $ 14,887,378 $ 12,370,034 $ 84,749,431 $ 78,650,239
Long-term liabilities
outstanding $ 30,805,461 $ 30,730,056 $ 2,759,408 $ 2,915,089 $ 33,564,869 $ 33,645,145
Current liabilities 6,566,118 6,110,461 275,446 407,543 6,841,564 6,518,004

Total liabilities $37,371,579 $ 36,840,517 $ 3,034,854 $ 3,322,632 $ 40,406,433 $ 40,163,149
Net assets:
Invested in capital assets,
net of related debt $ 6,935,344 % 6,486,359 $ 11,934,526 $ 9,112,272 $18,869,870 $ 15,598,631
Restricted 5,558,267 4,419,784 - - 5,558,267 4,419,784
Unrestricted 19,996,863 18,533,545 (82,002) (64,870) 19,914,861 18,468,675

Total net assets $32,490,474 $ 29,439,688 $ 11,852,524 $ 9,047,402 $ 44,342,998 $ 38,487,090

An additional portion of the County’s net assets (13 percent) represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net assets
($19,914,861) may be used to meet the government’s ongoing obligations to citizens and creditors.



At the end of the current fiscal year, the County is able to report positive balances in all three categories

of net assets, both for the County as a whole, as well as for its separate governmental activities.

same situation held true for the prior fiscal year.

The

Governmental Activities - Governmental activities increased the County’s net assets by $3,318,906,
thereby accounting for 47 percent of the total growth in the net assets of the County. Key elements of

this increase are as follows:

Changes in Net Assets
For theYears Ended June 30, 2004 and 2003

Revenues:

Program revenues:

Charges for services

Operating grants and
contributions

Capital grants and
contributions

General revenues:

General property taxes

Other local taxes

Use of money and property

C/VA non-categorical aid

Other general revenues &

transfers in

Total revenues

Expenses:

General government
administration

Judicial administration

Public safety

Public works

Health and welfare

Education

Parks, recreation, and cultural

Community development
Capital outlays
Miscellaneous and transfers
out

Interest and other fiscal
charges

Business-type activities

Total expenses
Change in net assets

Net assets, July 1, 2003,
as restated

Net assets, June 30, 2004

Governmental Business-type
Activities Activities Totals
2004 2003 2004 2003 2004 2003

$ 2,929,317 % 2,062,706 $

9,995,983 9,403,203
4,850 96,202
29,451,312 24,428,142
8,819,164 7,192,003
342,699 417,562
3,454,276 3,385,516
493,592 347,492

2,263,087 $ 1,774,726 $ 5,192,404 $ 3,837,432

9,995,983

3,809,913 980,844 3,814,763

- - 29,451,312
- - 8,819,164
8,565 23,769 351,264

- - 3,454,276
1,229,716

210,667 1,723,308

9,403,203
1,077,046
24,428,142
7,192,003
441,331
3,385,516

558,159

$ 55,491,193 $ 47,332,826 $

7,311,281 $ 2,990,006 $ 62,802,475 $ 50,322,832

$ 2,499,392 % 2,468,960 $

1,740,818 1,629,071
9,103,918 7,633,263
1,283,304 864,885
10,142,768 8,278,682
22,350,250 20,107,328
1,095,318 1,069,204
956,662 895,279

- 485,137
1,229,716 210,667
1,770,141 1,992,258

1
&+
1

1,740,818
9,103,918
1,283,304
10,142,768
22,350,250
1,095,318
956,662

1,229,716

1,770,141

3,633,154 2,858,072 3,633,154

$ 2,499,392$ 2,468,960

1,629,071
7,633,263
864,885
8,278,682
20,107,328
1,069,204
895,279
485,137

210,667

1,992,258
2,858,072

$ 52,172,287 $ 45,634,734 $

3,633,154 $ 2,858,072 $ 55,805,441 $ 48,492,806

$ 3,318,906 $ 1,698,092 $

29,171,568 27,741,596

3,678,127 $

8,174,397 8,915,468 37,345,965

131,934 $ 6,997,034 $ 1,830,026

36,657,064

$ 32,490,474 $ 29,439,688 $ 11,852,524 $ 9,047,402 $ 44,342,998 $ 38,487,090




Property taxes increased by $5,023,170 (21 percent) during the year. Most of this increase is the
product of general growth in assessments.

Operating grants for governmental activities increased by $592,780, mostly as a result of new grants
awarded to support two of the County’s functions: public safety and social services.

EXPENSES BY CATEGORY

25,000,000
DO General Gov.
20,000,000 mJudicial Admin.
OP ublic Safety
15,000,000 OPublic Works
W Health and Welfare
10,000,000 - O Education
WParks, Rec. & Cultural
5,000,000 OCommunity development
W Capital outlays
_ 7:- | . -_ M Interest and other fiscal charges

493,592
% 2,929,317
5%

3,454,276
6%

626,202
2%

10,000,833
18%

@ Charges for services
W Grants and

3,629,219 contributions

2%
0 General property taxes

[ Other local taxes

@ Use of money and
property

@ CNA non-categorical
aid

| Other general
revenues

11,685,962,
40%

For the most part, increases in expenses closely paralleled inflation and growth in the demand for services.



Financial Analysis of the County’s Funds

As noted earlier, the County used fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds - The focus of the County’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spend-able resources. Such information is useful in assessing the
County’s financing requirements. In particular, unreserved fund balance may serve as a useful measure of
a County’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the County’s governmental funds reported combined ending fund
balances of $28,192,460, an increase of $4,412,845 in comparison with the prior year. Approximately
eighty percent of this total constitutes unreserved fund balance, which is available for spending at the
County’s discretion. The remainder of fund balance is dedicated for construction projects and subsequent
expenditures to indicate that is not available for new spending because it has already been committed.

Proprietary funds - The County’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget were$3,063,553 and can be briefly
summarized as follows:

- $1,758,308 in health and welfare
- $543,823 in public safety

- $206,860 in public works

- $554,562 in other

Of this increase, $1,639,110 was to be funded from intergovernmental revenues and $53,058 from charges
for services. The remaining $1,371,385 was to be budgeted from available fund balance.

Capital Asset and Debt Administration

Capital assets - The County’s investment in capital assets for its governmental and business type activities
as of June 30, 2004 amounts to $51,311,816 (net of accumulated depreciation). This investment in capital
assets includes land, buildings and improvements, and machinery and equipment.

Additional information on the County’s capital assets can be found in Note 5 of this report.

Long-term debt - At the end of the current fiscal year, the County had total bonded debt outstanding of
$34,849,730. Of this amount $32,615,263 represents debt backed by the full faith and credit of the
County. The remainder of the County’s debt represents bonds secured solely by specified revenue sources
(i.e. Revenue bonds).

Legislation enacted during fiscal year ended June 20, 2002 requires that the Primary Government has
assumed debt historically reported by the School Board. The legislation affects the reporting of local
school capital assets as well.

Additional information on the County’s long-term debt can be found in Note 7 of this report.



Economic Factors and Next Year’s Budgets and Rates

Based on available economic data, trends for the local economy have continued to show strength. The
local unemployment rate was 2.6% at June 30, 2004, which is lower than the 3.5% at June 30, 2003. The
local unemployment rate compares favorably to the state and national rate of 3.8% and 5.8% respectively.
The County’s favorable employment conditions are supported by the continued growth of jobs over the last
six years. According to the Virginia Employment Commission, the number of persons employed has
increased from 16,171 in 1999 to 18,308 in 2004. In summary, local business indicators are continuing to
indicate a good local economy.

All of these factors were considered in preparing the County’s budget for the 2004 fiscal year.

Real estate tax assessments increased $928,089,140 however personal property tax assessments decreased
24,814,896 in the calendar year 2004 in comparison to the 2003 calendar year. During fiscal year 2002-
2003 the county was engaged in a required general reassessment. From the increase in the market value
of property within the county, the general reassessment produced an equalized rate of $.69. The fiscal
year 2003-2004 plan increases the real estate tax rate of $0.69 per $100 of assessed value to $0.81, an
increase of 12 cents.

In preparing the fiscal year 2005 budget, because of the general reassessment, the County via the
Commissioner of Revenue’s Office vigorously advertised the tax relief for the elderly and disabled program
and changed the ordinance for those eligible under this program. Further the formula for calculating the
assessed value of land in the land use program changed. Thus, non-taxable assessments increased 99%.
Therefore the assessed values for both real estate and personal property remained relatively stable in
preparation of the fiscal year 2005 budget and as a result the Board of Supervisors increased the real
estate rate from $0.81 to $0.89.

Requests for Information

This financial report is designed to provide a general overview of the County of Culp